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1. The Laenderténk has often been mentioned as the possible successor of Soviet
Mlitary Bank 2111 in handling Soviet financial affairs in Austria. A Sovieb
proposal that the Laenderbank assume such & rols was presented in May 1947 by

25X1A Director Cyrullik (sic) (Kiru11ik?) Ol Comment: Also reported as Cirulik)

of the Military Bank to Director Albrechisberger of the Laenderbank. The dis-

cusgions were discontirmed bocause the Linderbank representative demanded a
memorandum from Cyrullik setting forth in detail the terms of the Soviet pro-
posal, a condition which Cyrullik refused to fulfill. Negotiations wers re- )
sumed in Harch 1948, but no satisfactory basis for agresment could be reachsd.
Cyrullik is assisted in his activities by a German-speaking aaptain named
Steinschlasger, YHoscow bank director and an adviser to the Soviet Element
in Austria on money and banking.

2. Merx Impord and Exvort G.m.b.H. is a trading corporation established by the
Laenderbank after World War I to handle foreign trade for firms controlled
by the bank, Merx was dissolved by the Nazis, but was reactivated in 1945,
aftar the begimning of the occupation, Sirce its reactivation, Merx has been
primarily concerned with the sale of products of the Ausirian nitrogen indug-
try, export of wood to Italy and France, cotton and wool transactions within
the framework of Pritish pouid credits, and some trade transactions for pri-
vate firms. Although no agraement has been concluded between lerx and USIA,
Colonel Tikhomirov and Shletrinsky of USIA have approachéd Director Albrechts-
berger with & view %o establishing a working arrangement. Merx has carrled ouh
a fow transactions with individuel USIA plents, such as Eisen- u. Stahl-A.G.

1A' and Siemens-Schuckert A.G., but these were made directly with the factory con-

25X 1A cerned and did not pass through USIA chammels. _

3 Effortz by Merx to deal with USIA as a whole, or with most USIA firms, have
usually resultéd in failure because of unfavorable conditions imposed by the
Soviet concern, For example, USIA offered Merx three locomotives far $90,000
each, as well as assorted elsctrical and radio equipment out of war stocks,
also iron and ateel products (excluding agricultural machinery). However,
USIA made the condition that Merx sell such goods only to countries able to
pay in dollars. Furthermore, USTA prices are higher than world market prices
for the same products, and the Soviets demand 100% of the foreign currency
gained from such transactions, offering Merx Austrian schillings. Since
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Merx is not required by imporiting countries to furnish a certificate of ori-

- gin for the poods which it sells, the fact that the goods oririnated with USTA
enterprises would present no difficulties. The Soviets are fully avare of
this fact and are anxious to take advantuge of it, bub their conditions have
been so completely inacceptable that no understanding has been reached.

The Soviet lilitary Dank has accounts with the Laenderbank, the Creditanstalt,

and the asustrian National Dank. - As of mid-ipril 1948, liquid assets of the

Soviet lilitary Dank totaled 105,000,000 to 108 000,000 schiilings; neverthe-

less, the bank extends no credit to USIA - Comments Presumably, USIA 25X1A
enterprises are meant here). The !ilitary Bank makes considerable use of its
Laenderbank account and has a larpe part of its vaynent made through the
Laenderbank, charging an assessment (Umlage) of 20%, whereas Austrian banks
are legally allowed to charpe only 95%. Corment: The forepgoing 25X1A
mafr be explained by the faet that USIA enterprises arec  requived to borrow exe
clusively from the-Soviet lilitary Gank which, in turn, draws on its accounts

(.’:2 the I.aex;derbunk, charging 20 interest on its loans to Soviet-controlled

mpanies, .
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